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THURSDAY, JANUARY 26, 1956 


UniTep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met at 10:30 a. m., pursuant to call, in room F-37, 
the Capitol, Hon. Carl Hayden (chairman) presiding. 
Present: Chairman Hayden, Senators Kilgore, Stennis, Salton- 
stall, Knowland, Thye, Dworshak, Dirksen, Smith, and Potter. 


MUTUAL SECURITY 
FINANCING oF Aswan HiaH Dam IN Eaypt 


STATEMENT OF HON. HERBERT HOOVER, JR., UNDER SECRETARY 
OF STATE 


ENGAGEMENT IN LONG-TERM PROJECTS 


Chairman Haypren. The committee will be in order. 

Mr. Hoover, we are pleased to have any statement you may care 
to make. 

Mr. Hoover. I have a very brief one I would like to read at one 
point in my discussion, if I might. 

There are two points I would like to bring up, Mr. Chairman. 
One of them is the matter of the ability to engage in certain long- 
term projects or longer term projects than hitherto has been possible, 
and the other one is the Aswan Dam which we think is an excellent 
instance in which to show the need for authority to do this. 

I feel quite certain as the discussion goes on it will involve both of 
these subjects, so I would like to go back and forth between the two 
as we proceed. 

The situation in the world has been changing over the last 6 months 
of the past year, and I think perhaps a little background on what this 
situation is might be of interest. 

I analyze it this way: The Soviet Union has developed from almost 
a wholly agricultural kulak state into a state which now ranks as one 
of the important industrial powers with a capability in terms of 
modern developments, such as peacetime uses of atomic energy, and 
so forth, enabling it to challenge the Western Powers. 

This is the first time in history that a non-Western Power has 
equipped itself to meet the industrial challenge which began in the 
West with the industrial revolution. This accomplishment has been 
made possible only by a cruel and an evil treatment of people, a total 
disregard of human rights. Nevertheless it has been done and that 
fact has had a profound influence upon the nations of Asia which 
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covet for themselves industrial power. They feel that they will not 
have wholly achieved their independence unless in addition to political 
independence they gain a corresponding measure of industrial capacity 
which will free them from dependence upon their former coionial 
rulers. 

Communist blandishments have blinded many of these countries to 
the very grave risks to their real independence and freedom and the 
fact that much of what they would be receiving is at the expense of 
oppression and imperialism, in its most indefensible form in the 
Communist satellites. 

The impact of the Soviet accomplishment is somewhat similar to 
the impact of what during the last century was known throughout 
the world as the great American experiment. 

The Soviet rulers are now telling the Asian peoples that what the 
Soviet has done they too can do, and that the Soviet is willing to help 
them do it. 

SOVIET CHALLENGE 


This Soviet line is largely false and fictitious. Nevertheless it has 
sufficient elements of reality and sufficient glamor to be attractive. 

The opportunity thus created for the Soviet Union could not be 
denied them merely by our giving a certain amount of economic aid 
on an annual basis which meets the current necessity of the receipient 
countries. Budgetary relief and funds to meet current emergencies 
while welcome and necessary are no offset to the present Soviet 
challenge. That can only be met by our aiding them in long-range 
projects which will help them to move toward a better balanced and 
somewhat more industrial economy. 

Also our help will largely fail in its appeal and effectiveness if it 
cannot be expressed in terms of major projects which can catch the 
imagination of the people. 

It is for these reasons, among others, that it is imperative to know 
that we can at least to a limited extent carry on for several years. 
With this knowledge we believe that more can be accomplished, 
because under these conditions additional funds can perhaps be 
attained from the recipient countries as well as from other govern- 
ments and such institutions as the World Bank. 


ASWAN DAM PROJECT 


I think it might be useful, Mr. Chairman, if I describe to you the 
Aswan Dam, both because of the interest I think there is in that 
particular project and also because it serves as a good example of 
what can be done along these lines. 

Senator SatronstTaLL. Mr. Chairman, I do not want to interrupt 
but, for background, what is the Egyptian foreign exchange in amount 
of dollars on hand at the present time? 

Mr. Hoover. Senator, | would have to get that for you. I believe 
the last figure that I saw was somewhere in the neighborhood of from 
30 to 35 million dollars (August 1955). 

(The following information was submitted:) 


As of December 17, 1955 dollar exchange totaled $60.2 million, 
Senator SALTONSTALL. That is my understanding. 
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Mr. Hoover. Yes. If you would like the exact figures I would be 
glad to get them. 
Senator SALTONSTALL. No; I wanted them for background in 
listening to you. 
STERLING BALANCE BLOCKED 


Mr. Hoover. They have, however, an extremely large balance of 
sterling and that is a very involved subject because the sterling is 
blocked and has been blocked for some years under an agreement 
with the British Government for its progressive release. Under the 
agreement as modified in August 1955, the United Kingdom under- 
takes to release in each of the vears 1956 to 1962, inclusive, the sum 
of £10 million, and in 1963 the balance of the blocked funds which 
may not by then have been released. 

Senator KNowLanp. What does that sterling amount to? 

Mr. Hoover. I would have to look that up, Senator, but I think it 
is in the general order of magnitude of between 300 and 400 million 
in dollar equivalent. 

Senator KNowLanp. Could we get the figures of both dollar reserves 
and the sterling? 

Mr. Hoovmr. Yes, sir; I ca. get that. 

(The information referred to follows:) 


Egypt foreign exchange and gold holdings (as of Dec. 17, 1956) 
Millions of 


dollars 
Re ne te Noo anc nncnnmaninne cmon ah NO eae $53. 3 
ReUNePUINN Tn? Ont 8 re Bo eee Bea 360. 0 
CaO a 5 a Rael 2 Sa ee) ee eae 174. 5 
ea Cae A ne oe Oe aha Ae ecu 60. 2 
NITRITE te ee a Re EL ee ee 27.9 
a a te Ee 675. 9 


Mr. Hoover. They have also a considerable amount of free sterling, 
as indicated by the table above, about 50 millio 1 in dollar equivalent. 


STUDY OF PROJECT 


This particular project is a very old one in the sense that it has been 
studied over a great many years. They had a competent group of 
engineers and economists going over it. Those studies and conver- 
sations with the Egyptian Government had been leading up to the 
possibility of the World Bank undertaking the financing of this 
project with the idea that it would lead up to negotiations com- 
mencing sometime at the end of 1955 or the beginning of 1956. That 
came long before the Czech arms deal or other things entered the 
picture. So by no means was this a matter of a sudden interest in 
this project on our part. This was the logical time sequence which 
was known long in advance; that is, that this project would be one 
that would be under consideration actively at this time. 

To that extent it is unfortunate that the other factors entered into 
the picture. 

ATTITUDE OF WORLD BANK 


As to the conclusions of the World Bank, I will not go into them in 
detail at this point other than that they say they believe the project 
to be thoroughly feasible and basically sound, both from the engi- 
neering and economic points of view. 
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Chairman Haypen. Is the president of the World Bank now in 
Egypt? 
Mr. Hoover. No; I think he is leaving on Friday, Mr. Chairman. 


PURPOSES OF PROJECT 


Physically the project is for three purposes. The first is flood 
control. The devastation of the Nile has been known for thousands 
of years. 

The second is that of hydroelectric power. 

The third is reclamation-irrigation. 

All three of these, they have come to the conclusion, can only be 
accomplished on a satisfactory basis with a project of this type. 
Anything smaller than this will not meet the requirements. 


DESCRIPTION OF PROJECT 


Physically the Aswan Dam site is about 300 miles south of Cairo 
on the Nile at the mouth of a large granite gorge which forms an 
ideal, and the only site for a dam of this size, particularly for flood 
control which would require a large reservoir. If constructed, the 
reservoir would be the largest man-made reservoir in the world. It 
would be two and a half times larger than the largest now existing or 
projected. 

ESTIMATED COST OF PROJECT 


Senator KNowLanp. What is the overall cost? 

Mr. Hoover. The overall cost of the project is estimated to be 
the equivalent of $1,300 million. 

I think that would be a rather misleading figure if taken alone. 
Of that, $900 million represents the local cost of Egyptian expenditures 
which must be generated and undertaken by Egypt itself. 

A great deal is in the form of irrigation canals. 

Senator Stennis. Nine hundred million of the one billion three is 
to be taken care of by Egypt? 

Mr. Hoover. Yes; it has to be, by the nature of it, taken care of 
by Egypt over a period of 15 to 20 years. 

The foreign exchange cost, which is the side that the International 
Bank, the United States and British Governments, and any others 
who want to enter into this will help provide, is approximately $400 
million, so that in this discussion and all of our discussions we are 
concerned with the $400 million and not with the total figure of a 
billion three. 

Senator Turn. The total cost to the United States would be 
$400 million? 

Mr. Hoover. No, sir. That would be the sum total of the Inter- 
national Bank, the United States, and United Kingdom participation. 
It would be within the $400 million. 

Senator Toye. Not to exceed that even in the projection of the 
reclamation projects that would be a part of it? 

Mr. Hoover. Some of the $400 million would be used for the foreign 
exchange cost of certain aspects of the other parts of the project. 

The dam and hydroelectric flood-control parts would be made up 
partly from the local expenditures. 
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The only part that we are talking about in the sense of that financ- 
ing which would be external to Egypt is a total of $400 million. 


CAPACITY OF RESERVOIR 


Mr. Hoover. It will irrigate totally around 2 million acres. 

Chairman Haypen. The justification shows that about 8 million 
acre-feet of water would be stored. 

Mr. Hoover. The capacity of the reservoir is 10.5 million acre-feet. 

Chairman Haypren. That would be an enormous reservoir, the 
greatest in the world undoubtedly. 

Mr. Hoover. On the agricultural side, there are about 2 million 
acres. About 1,300,000 acres would be brought into production and 
another 700,000, in round figures, of land now under cultivation would 
be put under perennial irrigation as a result of the dam, making a 
total of approximately 2 million. That represents approximately 
25 percent increase in the irrigable lands of Egypt. 

That would be taking place over a period of from 10 to 20 years. 


EXPANSION OF POPULATION OF EGYPT 


One has to bear in mind another factor that is important; the popu- 
lation of Egypt is expanding today at the rate of two and a half percent 
annually. That is, to a great extent, the result of modern medicine. 
Public health has in all of the less developed countries of Asia and 
the Middle East had such an impact that their populations have be- 
come almost explosive in terms of growth. That has taken place with- 
in the last 25 to 50 years. Where they had fairly static populations 
with a very high death rate over centuries, suddenly with the impact of 
public health measures they are rapidly expanding. So we see that the 
actual increase over 10 years at two and a half percent is going to be 
somewhere in the neighborhood of 25 to 30 percent in the population if 
taken cumulatively. The acreage under irrigation is just about going 
to keep even with the increase in population. 

Very definitely in the case of Egypt, unless they are able to under- 
take this project, they will feel that they are steadily going downhill 
in terms of standard of living and ability to support their population. 


PROJECT TO BE PURSUED BY EGYPTIANS 


The net result is that the Egyptians are going ahead with this 
project. I think there is no question about that. If they do not do 
it with us they are going to do it with somebody else. They have 
made up their minds that way, but that is a fact nevertheless. 

Chairman Haypen. As to the soundness of the project, I would like 
to ask this: Has any agreement been made with Sudan with respect to 
division of the water of the Nile? 

Mr. Hoover. Not yet. That is one of the problems that must be 
met. 

Chairman Haypren. Some years ago I persuaded your father, when 
he was Secretary of Commerce, to become the Federal member of a 
Commission to apportion the waters of the Colorado River. As a 
result of his efforts we have the Colorado River compact dividing the 
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water between the upper and lower basins. That compact was neces- 
sary before Congress would agree to construct the dam at Boulder 
Canyon now known as the Hoover Dam. 

[t seems to me of the highest importance that there be some under- 
standing between Egypt and Sudan because Sudan is a very large 
country and undoubtedly has many irrigable acres. If there is no 
understanding and later Egypt should attempt to make use of more 
than a fair share of the water in the valley along the lower reaches of 
the Nile, that would be a most serious international controversy. 

Are there negotiations for a division of the Nile River waters now 
going on? 

Mr. Hoover. Yes, sir. That fact loomed large through all the 
consideration of this project. It led to a solution which I would like 
to outline. 

The International Bank estimated that, of the $400 million, they 
could put up on a long-term basis $200 million. That would leave a 
deficit in the foreign-exchange financing of $200 million spread over 
approximately a 15-vear period. 


RUSSIAN PROPOSAL 


Senator SALTONSTALL. Mr. Chairman, might I ask a question? 

Chairman Haypen. Yes. 

Senator SatronsTauu. If the Soviets made a loan in their currency 
to Egypt and Egypt pays that back in surplus cotton, how much of 
that loan would have to be transferred into either dollars or pounds 
in order to buy the necessary equipment and machinery to build that 
dam, and what are the intricacies of international exchange that would 
make that possible? In other words, suppose they make this loan, 
can it be transferred into dollars and pounds so as to be useful? 

Mr. Hoover. You are speaking of a Russian proposal now? 

Senator SALTONSTALL. Yes. 

Mr. Hoover. I do not think they proposed to have any Western 
Powers in the project. In other words, they would do this project 
completely aaa. 

Senator SatronsraLy. And all the machinery would come from 
Russia? 

Mr. Hoover. Yes. 

Senator SALTONSTALL. From the point of view of equipment, sup- 
plies, and machinery, our industries would not benefit a nickel. 

Mr. Hoover. Not a particle. 

Senator DworsHak. Who would do the construction work if the 
United States assisted in the financing of the project? 

Mr. Hoover. I would like to come to that if I might when we 
discuss the financing. 

Senator DworsHak. Very well. 

(Discussion off the record.) 


PROJECT FINANCING 


Mr. Hoover. As the financing of the project was examined, it was 
found that it could be divided into two phases. 

The first phase consisted of the foundation for the main dam, the 
cofferdams, the diversion tunnels, and some of the ancillary works. 
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These could be completed within a period of about 4 to 5 years. 
They were a relatively small part of the total of the project. 

The second phase would include the main dam, spillways, hydro- 
electric plant, transmission lines, and irrigation works. 

There was also the matter of the Nile waters. Obviously it was 
not possible to go ahead with the project as a whole and be com- 
mitted with that matter hanging in the balance. Therefore, there 
was a possibility of starting with the foundations and the ancillary 
works with a specific proposal for this first stage, in the 3- to 5-year 
period required for the completion of this portion. 

The International Bank could not undertake any part of the financ- 
ing or any contribution on their own part until the Nile water problem 
had been resolved. That meant that they could not finance the first 
phase. 


PROPOSAL TO EGYPTIANS 


The United Kingdom and the United States therefore have made a 
proposal to the Egyptians, to undertake to furnish the greater portion 
of the foreign exchange component for the first phase on a grant basis in 
order to get the project moving as quickly as possible. The Inter- 
national Bank was requested to act as the agent for the two Govern- 
ments in the supervision and expenditure of the funds, on the same 
basis that they have used successfully in other large projects. 

The routine by which the bank handles such matters, the accounting 
method and the supervision, has been uniformly good. The bank 
has a competent staff of engineers, economists, and auditors, and has 
had a great deal of experience in projects of this type. 

No firm commitment has been made for anything beyond the first 
phase. Anything further will be determined on its merits as the first 
phase progresses. 

It is estimated that if everything went satisfactorily it would be 
possible—and the International Bank supports this view—during 
the next 2 to 3 years, to work out the Nile waters problem. 

There is also the problem of working out the detailed speciiications 
for bidding on all the main parts of the dam. None of that work has 
yet been done. It would take a year to 2 vears to do that and to 
work out the negotiations and contracts between the Egyptian 
Government and the World Bank. That would all be done during 
the 2-year period in which the World Bank would, in effect, be ad- 
ministering the funds for the first phase and would be in close contact 
with the Egyptian Government. 

It was made clear to the Egyptian Government that, in regard 
to the second phase, the United States and United Kingdom would 
be prepared to consider further assistance sympathetically in the 
light of then existing conditions and subject to congressional action. 

(Discussion off the record.) 

It was made clear in all of these negotiations that there was no 
existing authority to commit funds of the type that would be required 
for the second phase. 

It will also be necessary for Egypt to reach a satisfactory arrange- 
ment with the Sudan concerning division of the water. 

Chairman Haypren. By that you mean an agreement with Sudan? 


74190—56——2 
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Mr. Hoover. Yes. The reason that an agreement could not be 
reached immediately is that Sudan is just emerging as an independent 
country. 

While there appears to be no particular problem that cannot be 
resolved, nevertheless it will take time to work out. Appropriate 
reservations have been made to that end in the proposals. 


PROBLEM IN NEGOTIATIONS 


Senator KNOWLAND. What is the problem, as far as the World 
Bank is concerned? Have not those negotiations been held up 
because there were certain conditions laid down by the World Bank 
that the Government of Egypt has not up to this date been prepared 
to accept? 

Mr. Hoover. There are 2 or 3 alternate ways in which the World 
Bank could proceed. The Egyptians at the early stages of the 
negotiations wanted to have a firm commitment from the World Bank 
that they would lend them $200 million toward the final phase of the 
project. 

The bank said that if they were to make a firm commitment to loan 
$200 million this far in advance of actually working out specific con- 
tracts, there would have to be certain stipulations in such a commitment. 

(Discussion off the record.) 

Mr. Black is going to Egypt to discuss the matter. I have con- 
fidence that an agreement will be worked out. 


IMPLEMENTATION OF PROJECT 


Chairman Haypen. With respect to the question asked by Senator 
Dworshak, who will do the work? 

Mr. Hoover. The bank itself should play a major role. It would 
require cempetitive bidding, of an invitational type, for contracts to 
implement the project. In such a large project there are only a few 
contractors in the world who could undertake the job. Such a pro- 
cedure for bidding would also be desirable from the point of view of 
speed. 

Does that answer the question? 

Senator DworsHak. I was just wondering whether American con- 
tractors would be invited to bid. 

Mr. Hoover. I am sure there would be no question of that. 

As a matter of fact, five of the most experienced and largest firms 
in the world on dam building are American concerns. Another is a 
British firm. 

Senator KNowLanp. Was there not some discussion that Egypt 
wanted to allocate on some kind of percentage basis the contracts 
on this work rather than by bidding? 

Mr. Hoovrr. The Egyptian Government had considered a negoti- 
ated contract with a group of foreign contracting companies—British, 
French, and German—without competitive bidding. 

The bank advised them that the work should be done on the basis 
of competitive or invitational bidding, where American contractors 
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should have an equal opportunity to compete. It was also pointed 
out that there was no possibility that United States public funds 
could be made available on any other basis. 


AMERICAN REACTION TO PROJECT 


Senator Dirksen. How are you going to sell this to the American 
people if they do not have some assurance that for the free money 
that is put up in the form of grant there is at least something coming 
back to them in the form of equipment, machinery, cement. That 
same problem came up in connection with our work in Spain. Con- 
tracts for locomotives went in some cases to Germany and Belgium 
and here with locomotive people and others coming down to see every 
Senator, saying, ‘‘We need the work, we have some people in a disem- 
ployment state in the plants in Ohio, Illinois, Pennsylvania, and 
elsewhere; we pay heavy corporate income taxes, and we just do not 
believe it is fair that you take public money and do this abroad and 
not at least get some return for our people.”’ 

That is a difficult question to answer 

Mr. Hoover. Inquiry was made of the bank as to what their 
engineers estimated would come from the American sources. 

T hey pointed out that this is primarily a dirt-moving operation and 
there is nobody in the world that makes large-scale dirt-mov ing equip- 
ment except the United States. It has preeminence over any other 
type. 

Senator Dirksen. When you say 40 or 70 percent, that would 
be 40 to 70 percent of what gross figure? 

Mr. Hoover. I think in this case we were talking of the foreign 
exchange to be provided for the first stage. 

At this stage, certainly, it is an operation in which Americans 
have a very gre: ut advantage. 

Senator SALTONSTALL. Perhaps this is a simple and unnecessary 
question, Mr. Hoover, but you mentioned in that contract, Egypt, 
the bank, and the U nited States and the United Kingdom. The 
bank, from the way you are talking, is an independent entity over 
which how much control does our Government have? 

Mr. Hoover. Our Government has 1 director, I believe, out of 16. 

Senator SALToNsTALL. So while Mr. Black, an American citizen, 
is the president of the bank, the United Kingdom and ourselves 
cannot exercise influence over it and it is really an independent entity, 

Mr. Hoover. It is an independent entity and we want it toremain so. 

Senator SaLronstTaLL. That is what I thought. 


SUBSCRIPTIONS OF MEMBER COUNTRIES TO BANK 


Senator KNow.Lanp. What was the division of capital? 

Mr. Hoover. I would have to look that up. 

Senator KNow.Lanb. Will you furnish that to the committee? 
Mr. Hoover. Yes. 

(The information referred to follows:) 
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Voting power and subscriptions of member countries, June 30, 1955 


Voting power Subscriptions 





Member government ; 
, c . | Amount (in 


Number of | Percent of Percent of 











votes | total | a | total 
i 

Australia eck be hi 2, 250 | 2. 16 200.0 | 2. 22 
Austria... : os cranes gp es ihc igi 750 | Pe 50.0 . 55 
Belgium. ___- - te 2, 500 | 2.40 | 225.0 | 2. 49 
Bolivia__- a sank ichcanimcaahsd enaaie ade 320 | -3l | 7.0 | .08 
Brazil eaniias cies 1, 300 | 1.25 | 105.0 1.16 
Burma < eal. ae 400 | 38 | 15.0 | .16 
OR oe eens neat 7 3, 500 3. 36 325.0 | 3. 60 
Ceylon___-_-- ; : 400 | 38 | 15.0 | .16 
Chile... -... 600 | . 58 35.0 | .39 
China 6, 250 | 5. 99 | 600.0 6. 65 
Colombia_ . b , wnat 600 | 58 35.0 . 39 
Costa Rica jus ; 270 . 2 2.0 -02 
Cuba. . 600 | . 58 | 35.0 . 39 
Denmark - -- ; <td eauanseden 930 | 89 | 68. 0 75 
Dominican Republic : 270 . 26 2.0 | - 02 
Ecuador. --- sees : 282 | 4 3.2 | . 04 
Egypt . 783 .75 53.3 . 59 
F] Salvador 260 | . 25 | 1.0 .01 
Ethiopia_ - : ; ant 280 | 27 | 3.0 . 03 
Finland__- 630 0 | 38.0 | 42 
France Bo ax 5, 500 | 5.27 | 525.0 | 5. 82 
REED: « cnnecanons cil nau é “ 3, 550 | 3.40 | 330. 0 3. 66 
( rreece . 500 | e 48 | 2h. 0 | ° 28 
Guatemala. bce ness . ead 270 | - 26 | 2.0 02 
Haiti ace s 270 | . 26 | 2.0 -C2 
Honduras........-..----- ee a 260 | 25 | 1.0 | 01 
ON aan ae  eaoe ss i 260 | 25 | 1.0 | -O1 
India ae ie 4, 250 | 4.08 400. 0 4. 43 
Indonesia. - = 1, 350 | 1.29 | 110.0 | 1. 22 
po eee ‘ ; eal 586 | . 56 | 33.6 | 37 
ae Bek) : i bes 310 . 30 | 6.0 | 07 
NR ea — 295 | . 28 | 4.5} 05 
Italy 2, 050 | 1. 96 120.0 | 1.99 
Japan . | 2, 750 | 2. 64 | 250. 0 2.77 
Jordan - --- 7 ; 280 | oat 3. 0 .03 
Lebanon 295 | . 28 | 4.5 05 
Luxembourg , 350 | . 34 10.0 | -ll 
Mexico | 900 | 86 65.0 | 72 
Netherlands | 3,000 | 2. 88 275.0 3.05 
Nicaragua 258 . 25 8 .O01 
Norway 750 | 72 | 50.0 55 
Pakistan | 1,250 | 1,20 100.0 | Lid 
Panama.-.- | 252 . 24 | os () 
Paraguay - -- 264 25 | 1.4 | .02 
Peru. _- 425 41 | 17.5 .19 
Philippines. __- 400 | 38 | 15.0 .16 
Sweden_ | 1, 250 | 1. 20 | 100. 0 1.11 
Syria | 315 . 30 | 6.5 07 
Thailand......-.-- i 375 | 36 12.5 | .14 
Turkey _- : 680 | . 65 43.0 | .48 
Union of South Africa | 1, 250 | 1.20 | 100. 0 1.11 
United Kingdom ‘ 13, 250 12.71 | , 300 0 14. 40 
United States 32000 | 30. 68 3,175.0 | 25,17 
Uruguay i : 355 | . 34 | 10.5 | .12 
Vene7uela 305 | .34 10.5 | a 
PNUD Sots cecennisees beabuee 650 . 62 40.0 | . 44 

Rohs secs Sache aes 104, 280 | 100. 00 9, 028.0 | 100. 00 


1 Less than 0.005 percent. 


COTTON PRODUCTION 


Chairman Haypen. A question has been raised by American cotton- 
growers with respect to using irrigation water stored by the Aswan 
Dam to grow more cotton. It isa fact that a large part of our foreign 
market for cotton has been taken away from the American cotton 
farmer as a result of private American investments, particularly in 
Brazil, Mexico, and other parts of Latin America, where cheap labor 
was obtainable and where the cottongrowing industry has greatly 
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expanded. That, combined with other factors, has greatly affected 
the American farmer because in previous years a very large part of our 
cotton crop was exported. Egypt is now one of the cotton-producing 
countries with which we must compete. 

If a still larger area is planted to cotton in Egypt it will simply add 
to the complexity of the present problem of trying to dispose of Ameri- 
can surplus cotton, of which we have an abundance at the present 
time, as everybody knows. 

Has any understanding been reached with the Egyptian Govern- 
ment as to whether cotton was to be grown on this new land? 

I have always felt that the passage of the homestead law which 
permitted an American citizen to acquire 160 acres of public land, was 
the greatest stabilizing influence that ever occurred in our history 
because a man who owned land had a stake in the country and wanted 
to see our liberty and independence preserved. 

If this land in Egypt is to be reclaimed and then simply turned over 
to large proprietors, operating with modern machinery which has been 
developed in the cotton-growing industry, there is bound to be a 
tremendous increase in cotton production. 

On the other hand, if it is definitely understood by the Egyptian 
Government that emphasis is to be placed on small family-size farms 
devoted to the production of other agricultural products, particularly 
food, it would make a great difference. 

I am very sure that the American cottongrowers are concerned 
about the effect of this additional competition which would result, 
since the existing competition is keenly felt right now. 

Mr. Hoover. I would like to point out several things. It was 
explored in great detail with the Egyptian Government. 

The Egyptian Government has for a number of years now been 
trying to get away from a one-crop, cotton economy with all of its 
vicissitudes. As far as I know Egypt is the only major cotton- 
producing country in the world, other than the United States, which 
has control of cotton acreage. The Egyptian Government has 
exercised stringent controls to bring its cotton operations to manage- 
able proportions. It is reflected in the figures on total production 
of cotton in Egypt, beginning in 1934 and up to date. The 1934-38 
average was 1,800,000 bales. The 1954-55 period—roughly 20 years 
later—is 1,600,000 bales. It has moved a little, back and forth during 
that period, but that, briefly, has been the history of cotton control 
in Egypt. 


TYPE OF PRODUCTION ANTICIPATED 


Senator Stennis. Mr. Chairman, may I ask a question there on 
your same subject matter? 

Chairman Haypen. Surely. 

Senator Stennis. Mr. Secretary, do you have any definite informa- 
tion about what this 2 million acres will be devoted to agriculturally, 
and particularly with reference to cotton, because I am interested in 
the subject the chairman mentioned. 

Mr. Hoover. We have these statements from the Egyptian Govern- 
ment which we know are supported by their own activities. They are 
hesitant to make any firm commitment in advance on an operation of 
this type. 
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They say that the future of agriculture in Egypt is the supplying of 
fresh vegetables and truck garden crops to the European market. 
There is a year-round climate for growing such crops in Egypt, which 
is not true in Europe, and they are actively working to expand their 
markets accordingly. 

They point out also that they can get about four times the income 
per acre on truck crops that they can on cotton. They can employ 
three times the number of people in truck crops than they can in 
cotton. 

So they are making a very concerted attampt to move in that 
direction where they feel they bave a legitimate outlet into the 
European market, which is fairly close to them, rather than remaining 
dependent upon a single crop like cotton. 

Senator STENNIS. I was not suggesting that you insist on any 
commitments at this stage but still we must know where we are going. 

As I see it, we have this situation here, following the figures of 
Senator Knowland. I understand from reliable figures that within 
2 vears, at the present rate we are going, foreign production of cotton 
will be sufficient to supply the entire foreign demand for cotton. It 
is being produced at so much less cost per pound in these foreign 
tountries, they naturally will move into that market unless we do 
something. 

On the other band, in an effort to support our present farm pro- 
gram in the United States with the support price, in my State alone 
last year there were 55,000 tenants displaced off the land because of 
cotton acreage reduction. I mean for 1955. 

In addition to that 55,000, there were 53,000 people that on their 
own land were reduced below 4 acres. All of you familiar with cotton 
know that is too low for any kind of standard of living. That is just 
how much we are up against the pinch of this thing in trying to reduce 
this acreage and reduce the surplus and live under this program. 

With the foreign market being what it is, we cannot support 
anything here that is going to work against the very thing that 
we are making these terrific sacrifices for. When I say terrific, that 
is just the word. People in my State are living on land that they own 
and their families have lived there for more than 100 years now are 
literally being driven off. That is not the migrant. That is the 
family-size farmer. He is the bedrock of our economy and our civil- 
ization and our whole political thought. This is not a theory. We 
are right up against this. 

I think we will have to move right in on this matter and get every 
assurance that you can give us, without getting beyond the bounds 
of proper diplomacy, as to just what is going to be done with this land. 


GOVERNMENT CONTROL OF COTTON PRODUCTION 


Senator Dirksen. Is cotton acreage under control in Egypt or is 
it an entirely free market? 

Mr. Hoover. Yes. 

Senator Dirksen. By the Government? 

Mr. Hoover. That is my understanding. 


Senator DirksEN. So they control their acreage as a governmental 
matter. 


Mr. Hoover. That is my understanding. 
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Chairman Hayprn. Could you supply some figures for the record 
in regard to that? 

Mr. Hoover. Yes. 

(The information referred to follows:) 

On October 5, 1955, the Egyptian Council of Ministers decided to establish 
33 percent of the country’s agricultural acreage as a maximum for cotton, this 
to apply throughout the country. Last year the cotton percentage was estab- 
lished at 33 percent in lower Egypt and 37 percent in upper Egypt, with certain 
allowances in the latter region which slightly increased the percentage. The 
foregoing policy results in a reduction in the legally allowed cotton acreage of 
68,000 acres. 


EGYPTIAN COTTON EXPORTS TO THE SOVIET 


Mr. Hoover. The level of Egypt’s cotton exports to the Soviet 
bloc is an interesting point. 

In 1950-51 the percentage of Egypt’s total cotton export that went 
to the Soviet bloc was 7 percent. That had risen in 1955—-56—the 
figures here are through October—to the point where 44 percent of 

{gyptian cotton went to the Soviet bloc. Those rises and falls, 
which are somewhat cyclical, are determined almost entirely by the 
amount of cotton which Egypt can sell on the world market. That 
has been an historical thing ever since the war. 

Senator KNow.anp. On that 44 percent what they have been tak- 
ing in payment from the Soviet Union, are they paying them in hard 
currency or are they giving them credits of rubles or are they sending 
over foodstuffs or are they sending machinery to them? 

Mr. Hoover. It is mv understanding it is in hard currency but I 
would be glad to check that. 

Senator KNowLaNpb. Would you check that? 

Mr. Hoover. Yes. 

(The following information was supplied:) 

Egypt’s commercial policy is based to a large extent on the principle of trade 
balancing. Agreements concluded with Soviet bloc countries during the year 
have involved the exchange of cotton and some rice for petroleum and capital 
equipment. Imports from the Soviet bloc are not, however, fully offsetting the 


value of Kgypt’s exports; the trade deficit for 11 months of 1955 amounting to 
£19.6 million (about $57 million). 


NON-EOVIET BLOC EXPORTS 


Mr. Hoover. During this period I do not believe that these 
figures reflected any arrangements for arms or munitions. 

“Senator KNowLanp. Would you also supply us figures of the re- 
maining 56 percent as to what the principal markets of cotton of 
Egypt’s exports were? 

Mr. Hoover. During that period—1955—-6—there were 123,000 
bales total exported to the Soviet bloc. Of this, 70,000 bales went to 
Communist China and 53,000 bales went to the European bloc. I 
will get information on non-Soviet bloc exports. 

(The information referred to follows:) 

Total exports to nonbloc countries during this same period amounted to 153,500 
bales; these went to the following principal markets (exports in parentheses): 
France (19,400 bales), India (25,600 bales), Italy (13,900 bales), Japan (17,800 
bales), Switzerland (14,900 bales), United States (9,400 bales), West Germany 
(7,900 bales), United Kingdom (6,800 bales), and Austria (6,600 bales). 
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EGYPTIAN PURCHASE OF ARMS 


Senator Kiricore. Is it not a fact that Egypt contemplates paying 
for the arms from Czechoslovakia with cotton? 

Mr. Hoover. That is my understanding. 

Senator Kitcore. That trade will probably continue as they need 
that sort of thing, which would include heavy machinery and things of 
that kind; is that right? 

Mr. Hoover. I would imagine so. The arms are primarily surplus 
arms, as I understand it. 


LAND OWNERSHIP 


Senator Kitcore. Now another question in line with the chairman’s 
question. Have they furnished a statement of the ownership of the 
additional land that will be irrigated? Does this belong to the 
Egyptian Government or is it privately owned or what? 

Mr. Hoover. It is my understanding that they have a land reform 
system that has been in effect in Egy pt for the last few years. 

Chairman Haypen. In previous years has the land in Egypt been 
owned by a few large families? 

Mr. Hoover. There has been some, sir; it is my understanding that 
the land reform has progressed rather far. 

Senator Kitcore. What I am thinking about is this new land. 
In Turkey you run into a situation that is very interesting. A few 
people own most of the arable land. They have grown, due to price 
supports, tremendously rich. You find they are building apartment 
houses, office buildings, and so forth, in the cities. These things have 
not helped the little farmer there much. They pay $3 farm support 
on hard wheat. 

If you have the same situation in Egypt, we are not helping the 
Egyptians but just a few of the landowners by irrigating their land 
for them. 

Mr. Hoover. The present Egyptian Government has been more 
aggressive in pursuing land reform than any government they have 
had in recent years. 

Senator Kircorr. That is correct. That has been in the irrigated 
areas along the Nile. I am just thinking of this wild land that could 
be bought up at just a few cents an acre that will be taken care of in 
this and over which they will have no control if it is in private owner- 
ship in enormous blocks. 

Now I will get into another question which might affect Senator 
Stennis. 

The English textile industry and some of our American manu- 
facturers have built up the name of Egyptian cotton to a tremendous 
extent in this country. 

Senator STENNIS. That is right. 

Senator Kitcore. There is also a possibility of England going into 
the cotton business itself through this irrigated land. Has that been 
explored? 

I think all of these angles have to be explored before we go to the 
people. We want to help the Egyptians as a whole and not a few 


people there if we are going to devote American money to this sort of 
thing. 
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Mr. Hoover. I will be glad to have our people come down who can 
give you the detailed information on that, Senator. 

Senator Kincorre. The bad feature in Turkey is that they main- 
tain they have to have $150 million a year to keep the Government 
around and at the same time the money has been poured out to a few 
big landowners as support prices on crops of hard wheat and a few 
crops of that kind. 

Senator SreNNis. Would the Senator yield right there? 

Senator Kincore. Yes. 


OWNERSHIP OF LAND TO BE IRRIGATED 


Senator Stennis. Mr. Chairman, I am so imprsssed, as is Senator 
Kilgore, with that very point that I would like to request a statement 
for the record of the present ownership of this area to be irrigated, 
the 2 million acres, and then what does the Egyptian Government 

ropose to do toward permitting that ownership, if it is not already 
in the hands of large owners, from going into their hands as soon as 
these new prospects give it this new value and this new future? 


RECLAMATION PROJECTS IN AFGHANISTAN 


Senator DworsHak. Mr. Chairman, may I ask a question at that 
point? 

Mr. Secretary, do you know whether we have provided any financial 
assistance for building reclamation projects in Afghanistan? There 
has been considerable development there and I wondered whether we 
had participated in it. 

Mr. Hoover. It is my understanding that the Export-Import Bank 
made a loan to the Afghanistan Government for 30 or 40 million 
dollars for what is known as the Helmand project and that is con- 
siderably toward completion now. 

Senator Dworsnak. Is it true that recently there has been a 
tendency on the part of the Afghanistan Government to go along with 
the Soviet leaders? I have read reports to that effect although I have 
not checked them. 

Is that true? 

Mr. Hoover. I think, being a close neighbor of the Russians, with 
the normal communications and having been for a long time north 
and south across the border—— 

Senator DworsHak. Notwithstanding the assistance we gave them 
and Russia gave them none. 

Mr. Hoover. It is a good deal closer than it was in the past. 

Senator DworsHak. That would make it difficult to justify a project 
like this on the basis of fortifying ourselves on a diplomatic angle. I 
can appreciate fully that we do not want the Soviet leaders to move in 
but if we move in and help them build this tremendous project and see 
a repetition of what happened in Afghanistan, then what will we ac- 
complish by doing this? 

Mr. Hoover. I think we have no assurance whatsoever. 


TREATY WITH SUDAN 


Senator Kitrcorr. Has a treaty been worked out with Sudan yet? 
Mr. Hoover. I was talking about that a little earlier. 
Senator Kiicore. I was not here at that time. 
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Mr. Hoover. Sudan has only recently moved from a dependent 
state to a sovereign country. 

While we have expectation that the agreement will go through, it 
probably would be 6 months or a year before an agreement could be 
expected. 


COMMITMENTS REGARDING MIDDLE EAST 


Senator Dirksen. Mr. Secretary, assuming that this kind of 
arrangement is consummated, would it involve some diplomatic 
considerations? For instance, undertakings on the part of Egypt with 
respect to the Middle East problem and notably Israel because she 
seems to be in the forefront of keeping the tensions alive in the 
Middle East at the present time. Would she make commitments on 
that point as a part of the considerations? 

Mr. Hoover. I do not believe it would be possible to get any such 
commitments. 

I would like to point this out: To undertake this project, the 
Egyptians are having to furaish some $900 million over a period of 
20 years and it will require extreme austerity on the part of the 
Egyptians if they are to complete their ead of the project. 

Obviously they are not gorng to be able to undertake a large arms 
race or a commitment of their resources toward war aad at the same 
time carry on a project of this magnitude. 

Senator KNOwLAND. Are you not faced with the problem, Mr. 
Secretary, that as long as they have their alliances, which they have 
in the Middle East, that even though they did not enter into an 
armament race and they themselves did not commit an act of azgres- 
sion out there but some neighboring country to Israel did, would they 
not under their commitments be drawn into the fighting, if fighting 
should develop between Syria or Jordan or any of the other countries 
in that area of the world? Might we not get a situation where about 
the time the dam was constructed, an Israel war plane might drop 
some high explosives on the dam and take it out? 

Mr. Hoover. That is a possibility 

On the other hand, the Egyptians have been looking forward to 
this project for generations, and it should have a stabilizing effect 
rather than an unstabilizing one. 

Senator DirksEN. Could you go off the record a minute and brief 
the committee on the present situation in the Middle East and what 
we can hope for there, since it is indirectly related to this matter? 

Mr. Hoover. I do not know that I can add very much, Senator, 
to what is at present fairly well known in the press. 

(Discussion off the record.) 


PROPOSED FINANCING OF ASWAN DAM 


Senator Satronsta.Lu. Mr. Hoover, do you plan to introduce this 
Aswan Dam as a separate project or to involve it in your request for 
money for the State Department in other projects? 

Mr. Hoover. The United States funds for this first phase are taken 
care of from the authority and appropriations which we now have for 
fiscal year 1956. So we will not be coming to ask for funds for the 
first phase. Those funds are presently available. 
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We would like you to know that the second phase, on which we 
have made no firm commitments, presents a great problem if we are 
to follow through on this type of project. It will have to be solved 
sometime in the next 2 or 3 years. 

Senator SaLTonsTaLu. Then there would be nothing in the 1957 
budget on this project at all? 

Mr. Hoover. No. 

Senator Stennis. If the Senator would yield on this very point he 
brought up: Would the Secretary mind repeating those figures to be 
sure that everybody gets them in mind? 

As I understand it it is a 1,300 million total project with 900 mil- 
lion to be borne by the Government of Egypt. 

Mr. Hoover. The Government and people of Egypt. 

Senator Stennis. Would that involve a loan from the World Bank? 

Mr. Hoover. No. 

Senator Stennis. So of the $400 million left, that is to be supplied 
by the United States, United Kingdom, and World Bank? 

Mr. Hoover. Yes, sir; among possible others. 

Senator Srennis. About half of it is a loan from the World Bank 
and the other half grants. 

Mr. Hoover. Not necessarily. The funds we have offered to help 
on the first phase are grant funds. As to the aid we might provide 
in the future on the foreign-exchange requirements for the second 
phase—no decision has been made as to their amount or whether they 
would be by grant or loan or both. 

Senator Stennis. And you have the appropriation for your present 
proposed contribution? 

Mr. Hoover. That is within the present authority for fiscal year 
1956. 

Senator Stennis. Appropriation and authority. 

Mr. Hoover. Yes. That would be done in this way: As you know, 
the programs that are handled by ICA now, and FOA previously, 
were in the form of illustrative programs. The authorizations were 
made essentially for regions. 

There are several million dollars for Egypt for fiscal 1956. We 
have told the Egyptians that in making our initial contribution they 
would have to expect that in the next 2 or 3 years the amounts avail- 
able for aid to them would be less than would otherwise be the case. 
So that this would average out at approximately the rate which they 
probably would expect without this project. 

In effect, this project is taking no more aid than would otherwise 
be available for Egypt. That, I think, is a very fundamental point. 
This is an excellent example of the type of long-term projects which 
we believe should be undertaken. We think it is desirable to divert 
some of the smaller short-term projects, that do not have lasting 
impact, to projects of this kind which have a much greater impact 
and carry the countries father along the road. 


EFFECT OF RUSSIAN PARTICIPATION 


Senator Stennis. You said a while ago that if Russia was permitted 
to come in, that they would come in with their technicians, engineers, 
and workers, and your idea was that it was their objective to get in 
there and dominate the Egyptian Government. 
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Mr. Secretary, is that not a question that the Egyptian people have 
to decide now, as to whether or not they would let them come in, if 
they are inclined to let them come in with their eyes open to these 
possibilities, how could we offset that? Is that not the big question 
on the very threshold of this matter? What is your idea about it? 

Mr. Hoover. The first statement that I read, Senator, is that there 
are many people around the world in these less developed countries 
who are in a questionable frame of mind as to which system they are 
going to choose. They see a lot of merit in the apparent fact that 
the Communist system has brought about an industrialization of the 
Communist world. 'To them it has a great deal of appeal. They do 
not look at it from the point of view of the cost that is involved to the 
Russian people and the oppressed labor that has gone with it. 

They see, instead, a mirage of attractiveness, of propaganda; they 
do not realize the strings that are tied to it and what the ultimate 
objective of the Soviet is. It has an undeniably strong appeal to 
many of the people in the less-developed countries. 

Senator KNowLanp. Mr. Secretary, along those lines, how do we 
meet the situation? Assume in this country we go ahead with the 
Aswan Dam and presumably the Russians are foreclosed from coming 
in but they still want to penetrate. In this case there were no grants. 
They were going to offer them $400 million at 2 percent. Suppose 
they come in next with an offer to build 6 steel mills, 7 railroad lines, 
and a couple of aluminum plants on the same basis. Are we then 
immediately going to be faced with the problem by grants rather than 
private capital to meet that? Would not the Soviets, without ever 
having to demonstrate that they can deliver on any of these promises, 
get the credit for having instigated us at no expense to themselves and 
do that to us in practically any country in the world? All of Africa is 
undeveloped. Most of Asia is undeveloped. 

We will be faced with that type of playing both ends against the 
middle in practically every country in the world that we can envision. 

Mr. Hoover. We feel this way: that there are a few key projects 
around the world—not very many of them—which we think are justi- 
fied and on which we can go ahead. We certainly do not believe that 
we should try to compete with every possible proposal that the Soviets 
put up. That would be foolish for the reasons you well outlined. 
There are a few of them we think we should go jn on and do a legitimate 
job. On those we would like to have the ability to move in where they 
do take some long-term commitments. 

Specifically, we are not asking for more economic aid than would 
normally be requested within the framework of the presentations as 
now made. We would like to be able to use on some of these projects 
part of the funds which in any event would be made available; but 
not with the idea of trying to compete on every one, because that would 
be impossible. There are some key projects in key places which we 
think we should be able to undertake. Some of them we may be in 
competition with the Russians on; on most of them we probably would 
not be. 


POSSIBLE ADVANTAGE IN AMERICAN PARTICIPATION 


Senator KNowLANpb. Of course, it might be that at some point— 
and Egypt may not be the place because of the delicate situation with 
Israel and the Middle East—in the world there may come a time where 
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it would be advantageous to us to take a neighboring country which 
is assuming some obligation under the collective security system which 
is doing its utmost to help itself, and use the American initiative to see 
what we can do and let the Russians see what they can do next door. 

The have drains in their own economy. They are behind on what 
they promised to China and other countries in the way of industrial 
development. If they got themselves badly strained and could not 
deliver and we could in the country next door, it might be the best 
example of showing which side they ought to be lining up with. 

Mr. Hoover. I think that is very true. For instance, there are 
some rivers running through several friendly countries which, if 
developed for irrigation and flood control, would greatly benefit 
those countries. We would like to be in a position to consider helping 
them to do this sort of development if they wish to undertake it. 

Yet we are hesitant to explore such projects with those countries 
unless we have the authority to go through with them. It would take 
a lot of planning and negotiation. Without such authority it becomes 
difficult for us to take the first steps. 


ADEQUACY OF SOVIET EQUIPMENT AND PERSONNEL 


Senator SmirH. Mr. Secretary, do I understand that if we go ahead 
with this first phase that the Soviet Union will not come in on this 
particular project? 

Mr. Hoover. We have no assurance of that, of course, although 
we believe that the risk is minimized by our taking the initiative. 

Senator SmirH. Do you personally feel that they have more than 
enough equipment and people skilled enough to go in and do a job 
like this? 

Mr. Hoover. I think they probably would strain every possible 
effort to get this job done as a showcase type of project. 

Senator Smirx. They would pull the people out of other places. 

Mr. Hoover. I think undoubtedly they would, to try to show the 
world that they could do it. 

Senator Smirn. It would be somewhat of a sacrifice to them. 

Mr. Hoover. Thev have carried out some very large projects. 

Senator Smirx. Did you say it would take 15 to 16 years to do the 
entire project? 

Mr. Hoover. Yes; I think the dam itself would be completed in 
about 8 to 10 years. But a number of the ancillary works, including 
the irrigation projects, would probably be spread over 15 to 18 
years. 

(Discussion off the record.) 


HOUSE COMMITTEE HEARING 


Chairman Haypen. For the record, I have a committee hearing 
on the House agricultural appropriations bill, and I would like to 
read for the record this extract appearing on page 177: 


The Egyptian Government buys the entire cotton crop from producers as a 
part of the domestic price support program. It sells the cotton to private ex- 
porters at levels above the purchase price based on the quotations of the New 
York Cotton Exchange. The Egyptian Government imposes an export tax of 
between 5 and 9 cents a pound depending on the cotton. The cotton exporters 
may sell 75 percent of their foreign exchange earnings in the open market rather 
than exchanging them at other official rates. Egyptian importers pay sub- 
stantial premiums for foreign exchange. For example in June, 1955, the 
premiums were 2 to 3 cents a pound on the cotton exported. 
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Will you please amplify that in your own words as to its correctness 
and give us any additional detail you may have? 

Mr. Hoover. May I submit that to the committee? 

The CHarrMan. Yes. 


(The information referred to follows:) 


The import entitlement account system under which Egyptian importers were 
paying certain premiums for designated foreign currencies, including United 
States dollars was completely eliminated September 27, 1955. 


REPORT ON EGYPTIAN LAND REFORM PROGRAM 


Chairman Haypen. Also I find in a report prepared and submitted 
to a member of the staff of this committee who went to Egypt, this 
statement which I think ought to be in the record: 


The Revolutionary Command Council has marked up an ambitious social and 
economic program designed to effect long overdue reforms. It is too early yet 
to assume the practical results of these efforts. The National Production Council 
was established to provide overall direction and planning in this field. A land 
reform law provides for the breaking up of estates over 207 acres and the distri- 
bution of land to peasants under longtime permanent plan. The Army Command 
has set aside an area of unproductive land north of Cairo to be known as the 
Liberation Province and would be developed as a model agricultural area. 
Stringent new financial measures were introduced to balance the Government 
budget—and so forth. 


With respect to the land reform program, will you elaborate on just 
exactly what they have done and what they propose to do? It would 
be helpful to this committee. 

Mr. Hoover. Yes. 


(The information referred to follows:) 


The land reform program of the Revolution Command Council (RCC) was 
launched on September 9, 1952. Under it all holdings in excess of 200 feddans 
(1 feddan equals 1.038 acres) are to be expropriated over a 5-year period and 
redistributed in small plots of from 2 to 5 feddans to landless peasants and small 
landlords; it also provides for the formation of cooperatives in order to improve 
agricultural practices and productivity. It has been estimated that from 500 to 
600,000 feddans are to be taken from 1,758 landowners and redistributed to about 
250,000 peasant families. Of this total about 175,000 feddans formerly belonged 
to the Egyptian royal family. Under the terms of the law the peasants pay the 
former owners of their holdings over a period of 30 years with interest at 3 percent 
perannum. The law also provides for the sale of land by the owners to approved 
buyers prior to requisitioning. 

A report of the Egyptian Higher Committee for Land Reform covering the 
period November 1, 1953, through October 31, 1954, published in the Egyptian 
Gazette on May 9, 1955 (latest figures available), gives the following figures: 


Requisitioned from Mohamed Aly family (royal family) and taken over eddans 


Oe Cn Nn cccndadsnenduhpenennndectineansice 119, 987 
ROPER UNNURRER Rr 7. Oe os er ae Sk Ee ee: Sh ee oe 46, 317 
eens Temey Minis 8... cc onncncomansheossswewdeceee 68, 504 
Taken over in settlement of inheritance tax_._.......-_------------- 6, 602 

UR ta a ee en ee ie Nee ie ae aN eaten te 1241, 410 


1 This does not include 92,000 feddans which were subject to requisitioning but were sold by owners prior 
thereto under art. 4 of the land reform law. 


The report also shows that of the tota! 101,000 feddans had been distributed to 
28,353 families consisting of 172,044 persons. This does not include families to 
whom land was sold by large landowners prior to requisitioning. 


Mr. Hoover. I would like to point out that RCC has been in opera- 


tion for a relatively short time. I know they are very serious in their 
endeavors along those lines. 


Le AEE AE A TE EN TETRA NE A 
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Senator Srennis. Mr. Chairman, would you and the Secretary 
indulge me in one or two more questions? 

Chairman Haypen. Certainly. 

Senator STENNIS. Senator Knowland raised a good point, Mr. 
Secretary. If we go into Egypt on this dam, then should we also 
build a steel mill. I was impressed with your answer. 

If we go into Egypt on a project of this kind, then where else do 
we go and where do we stop? It looks to me like we are confronted 
right here and now with a major decision. I get the idea that with 
respect to the Asiatic countries, whatever you do for one you have 
to do for another, whether a strategic location or not, otherwise you 
create ill will. 

I am not an expert on these things, but I get the impression along 
with Senator Kilgore that these projects benefit a select few, the so- 
called upper level or the rich, rather than the people who need these 
benefits. This aspect of the ‘problem concerns me greatly. 

Unless you can give us some definite assurance that this land will 
be distributed to small landowners or family units, I seriously doubt 
the people of Egypt will benefit from such a project, important as 
it is. 

What are your thoughts about this being extended to other coun- 
tries, if we commit ourselves on this one project. 

If you want to go off the record you may, but I would like to get 
your ideas. 

Mr. Hoover. I would like to go off the record. 

(Discussion off the record.) 


COTTON SITUATION 


Senator Stennis. Mr. Secretary, I do not think I can overemphasize 
the importance of this cotton question that the chairman raised and I 
spoke on, not that we are being selfish but just looking at the realities 
of the situation: You would doubtless be surprised to know that in 
the entire Cotton Belt—I have the exact official figures—there were 
407,000 family-size farmers last year that were reduced to below 4 
acres of cotton under our present program. It was 55,000 in my 
State but 407,000 in all. It just shows how acute this cotton situation 
has become. 

Also, this foreign production of cotton already at its present rate of 
increase will supply the entire foreign market within 2 years unless we 
do something to get back into that market. So there is a possibility 
of putting more cotton into production to mitigate more against the 
things we are trying to do over here. Naturally, we must ‘be on the 
alert. This is not only of deep concern to me but to all of these 
gentlemen representing cotton-producing States. 

I would like to address you a letter, if it is in order at this time, with 
reference to the use of this land. You cannot answer that in great 
detail, I know. You cannot bind yourself or the Egyptian Govern- 
ment. But I think the question ought to be raised here and you ought 
to tell them frankly that this question has been raised. 

Mr. Hoover. I would like to state, having been in cotton myself 
in California many years ago, that I have a great appreciation of the 
cotton problem that exists in the United States today, as I know 
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everybody else has in our Department. The first and most impor- 
tant thing we have given consideration to in this was to satisfy 
ourselves that this was a reasonable and supportable proposal by the 
Egyptian Government. 

There is a basic and fundamental fact that the Egyptians are 
desperately trying to get off a one-crop economy. It runs through 
everything they have done. 


LONG-TERM AID PROPOSAL 


Mr. Chairman, I would like to make one brief statement, if I could, 
to sum up for the record the long-term aid. It is very short. 

A long-term United States commitment could have a triple impact 
in addition to the actual United States aid that might be conveyed 
under any such commitment. That triple impact is as follows: 
First, the internal resources which it would enable or encourage the 
recipient country to mobilize more effectively; in other words, in the 
case of Egypt there is $900 million over a period of years for which 
this aid would act as the catalyst. 

Second, that of additional aid which it might elicit from other 
agencies, other countries, and from private investors. In this case 
we are helping to mobilize the use of $1.3 billion over a long period of 
time, by contributing only a small portion from the United States. 
We feel that is the type of project which we should be in a position 
to undertake. 

Third, the increased use of United States surplus agricultural 
commodities can render still further usefulness. For instance in 
Egypt, through a crop failure, we may be able to distribute appre- 
ciable amounts of wheat under Public Law 480 and loan them the 
local currency generated from such sales toward the dam project. 
We would gain these benefits through increased flexibility in our aid 
programs which would enable us to enter into arrangements that 
would be in our overall security interest but are difficult to undertake 
under present procedures. Some of these effects are, of course, 
speculative. It cannot be known until experience has been gained 
in the exercise of long-term commitment authority to what extent 
each of them would be reelized. 

This authority, if we can work out the methods by which it can be 
done, would be permissive rather than mandatory and limited in size. 

The primary criterion in determining its use would be whether it 
would make our economic program more effective and in the long 
run cost less. In other words, what we are asking for and what we 
would like to work out is some method within the scope of the present 
aid program to enable us to make long-term commitments for a 
small portion of it. We were thinking in terms of perhaps 5 percent 
of the amount of money which would be made available under the 
mutual security program to be applied toward such long-term projects; 
very specifically—not with the idea of any commitment to carry on 
the whole total of this program over a long period of years. That 
never entered into our conception of it at all. There are a few specific 
projects which we believe should be carried on in some way through 
commitments over a period of years. 

Thank you very much, Mr. Chairman. 

Chairman Haypen. Thank you for your appearance. 
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COMMUNICATIONS 


Chairman Haypen. At this point in the record I will insert a letter 
from Assistant Secretary of State Thruston B. Morton to me dated 
January 25, 1956, in response to my letter to the Department dated 
January 16, 1956, requesting additional information regarding the 
Aswan high dam. I will also insert a letter from Senator Stennis to 
Mr. Hoover requesting additional information on this matter and a 
reply to Senator Stennis from Mr. Morton. 

(The correspondence referred to follows:) 


DePARTMENT OF STATE, 
Washington, D. C., January 25, 1956. 
Hon. Cari HayYvEN, 
United States Senate. 

DearR Senator Haypven: | am in receipt of your letter of January 16, 1956, 
in which you request certain information concerning the Aswan high dam for use 
in answering a number of inquiries which you have recently received. The 
information provided below in answer to the eight specific questions raised in 
your letter is of an unclassified nature. If you are interested in more specific 
information on the extent of possible United States financial assistance, Under 
Secretary Hoover, who is to appear before your committee on Thursday morning, 
will be prepared to discuss this subject with you and members of your committee 
more fully in executive session. 


1. What is the amount of money that it is proposed to advance from the Federal 
Treasury in the near future and what is the estimuted total contribution to be 
made by the United States? 


The cost of the Aswan high dam, together with irrigation and power facilities, 
is estimated by the International Bank for Reconstruction and Development at 
$1.3 billion. Of this amount, the International Bank has identified approximately 
$400 million as representing the foreign exchange cost. The United States, 
together with the United Kingdom, has given certain assurances to the Govern- 
ment of Egypt of its willingness to support the Aswan high dam. Assistance. 
which would take ‘the form of grants from the United States and the United 
Kingdom has been offered toward defraying the foreign-exchange cost of the first 
stages of the work. This phase, involving the cofferdams, foundations for the 
main dam, diversion tunnels, and auxiliary work, will, it is estimated, take from 
4 to 5 years. Further assurance has been given that the Governments of the 
United States and United Kingdom would, subject to legislative authority, be 
prepared to consider sympathetically, in the light of then existing circumstances, 
further support toward financing the later stages to supplement financing by the 
International Bank. (Completion of the full project is expected to take some 15 
to 18 years.) Final understandings between the United States Government, the 
Government of the United Kingdom, the International Bank and the Government 
of Egypt await consideration and decision of these proposals by the Egyptian 
Government. The extent to which the United States will be committed to assist 
if these proposals are accepted will be discussed with the committee in executive 
session. 


2. Whai is the total number of acres io be reclaimed by use of irrigation water to 


be stored by the dam? 
The International Bank estimates that if Egypt is able to obtain use of an addi- 
tional 10.4 billion cubic meters of water as a result of the project, it will be able 
to increase the area irrigated by 1.3 million acres and to convert about 695,000 
acres of basin irrigated lands to perennial irrigation. 


3. Will the reclaimed land be divided into family-size farms and owned by the farmer 
or will title remain in the Egyptian Government and the land be cultivated in 
large units? 


The Department believes the Government of Egypt will be guided in the dis- 
tribution of new arable lands by the principles incorporated in the land reform 
legislation enacted a few years ago and that the interest of the landless farmers will 
be furthered. Where large parcels may be turned over to land development 
companies, the Government is expected to insist upon conditions which will limit 
their period of operation and which will provide for the ultimate distribution of 
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this land to individual farm owners as well as safeguards against speculative 
profits. 


4. How much of the total acreage is to be devoted to cotton production? 


The Department is informed that it is the Government of Egypt’s policy to 
encourage the production of food crops and to discourage cotton production.in 
order to avoid overdependence on one crop. Accordingly, it is erroneous to 
assume that this additional] land will be fully or even largely devoted to the growing 
of cotton. Some Egyptian officials have also stated that the land to be reclaimed 
is mostly sandy and not suitable for growing cotton economically. The Depart- 
ment, however, is not in a position to confirm this for considerable land survey 
work and soil testing needs to be done in order to determine which land should be 
brought under cultivation and what crops should be cultivated. 


». Does the United States, as a condition of any financial assistance it may offer, 
contemplate an agreement with the Egyptian Government limiting an increase 
in either acreage or quaniity production of cotton? 

No agreement with the Government of Egypt limiting an increase in either 
acreage or cotton production is contemplated. Egypt’s cotton acreage for the 
1954-55 crop year totaled 1,639,000 acres as compared with the 1934-38 average 
of 1,843,000 acres. Production amounted to 1,605,000 bales in 1954-55, as com- 
pared with an average of 1,846,000 bales during 1934-38; production in 1955-56 
was somewhat larger than in 1954-55 as a result of which production of grain de- 
clined. ‘To correct this situation, cotton acreage restrictions have been announced 
for the 1956-57 crop year which will result in a reduction in the legally allowed 
cotton acreage and production. Egypt, like the United States, restricts its cotton 
acreage. The Government of Egypt is also concerned with the problem of cotton 
surpluses and has expressed itself as willing to cooperate with the United States 
in an international effort to find a solution. 


6. What plan, if any, has been developed by the United States to prevent increased 
production of Egyptian cotton from adversely affecting production and marketing 
of United States cotton produced in competition with Egyptian cotton? 


As noted in the answer provided to question 4 above, it is not now apparent 
that the land reclaimed by the project will be fully or even largely devoted to 
the growing of cotton. 


7. Does such plan contemplate an increase in the current import quota or duty on 
Egyptian cotton produced on the newly reclaimed acreage? 


The Department is not aware of any plan to increase the import quota or the 
import duty on long staple cotton. 


8. If no such plan has been formulated, is it the intent of the United States to take 
whatever steps are necessary to avoid economic harm to United States cotton 
producers as a result of increased Egyptian production? 

In view of the increased attention the Government of Egypt is giving to diversi- 
fication of its agricultural economy and the requirements of a rapidly growing 
population for foodstuffs, the additional output resulting from the reclaimed land 
may well be largely utilized within the country. Actually, it is not at all certain 
whether the increased output from this reclaimed land will more than keep pace 
with growing demands, for on the basis of the present rate of growth, Egypt’s 
population will be 61 percent greater than at present by the time the high dam 
project is completed in 1970-75. 

The Department appreciates this opportunity of writing to you concerning 
the Aswan high dam. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary. 


JANUARY 16, 1956. 
The honorable the SECRETARY OF STATE, 
Department of State, Washington 25, D. C. 


Dear Mr. Secretary: A number of inquiries have been made to me concern- 
ing the possible direct or indirect United States financial participation in the 
construction of a high dam on the Nile River in Egypt, particularly relating to 
the use to which newly reclaimed land will be put. 

I shall be obliged if you will obtain information either from those who are 
conducting the negotiations with the Government of Egypt or from other sources 
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relative to such participation by the United States and then advise me as to what 
answers have been obtained to the following questions: 

1. What is the amount of money that it is proposed to advance from the 
Federal Treasury in the near future and what is the estimated total contribution 
to be made by the United States? 

2. What is the total number of acres to be reclaimed by use of irrigation water 
to be stored by the dam? 

3. Will the reclaimed land be divided into family-size farms and owned by the 
farmer or will title remain in the Egyptian Government and the land be cultivated 
in large units? 

4, How much of the total acreage is to be devoted to cotton production? 

5. Does the United States, as a condition of any financial assistance it may 
offer, contemplate an agreement with the Egyptian Government limiting an 
increase in either acreage or quantity production of cotton? 

6. What plan, if any, has been developed by the United States to prevent 
increased production of Egyptian cotton from adversely affecting production and 
marketing of United States cotton produced in competition with Egyptain cotton? 

7. Does such plan contemplate an increase in the current import quota or duty 
on Egyptain cotton produced on the newly reclaimed acreage? 

8. If no such plan has been formulated, is it the intent of the United States to 
take whatever steps are necessary to avoid economic harm to United States cotton 
producers as a result of increased Egyptain production? 

I realize that complete information which would permit a definite answer to 
these questions may not be immediately at hand but a response based upon such 
facts as are now available will be greatly appreciated by 

Yours very sincerely, 
Carut Haypen, United States Senator. 


oo 


FEBRUARY 14, 1956. 
Hon. Hersert Hoover, Jr., 
Under Secretary of State, Washington, D. C. 


Dear Mr. Hoover: In connection with your testimony before the Senate 
Appropriations Committee on January 26, on the Aswan Dam in Egypt, I am 
interested in obtaining some additional information. 

As I understand, the construction of this dam would make possible the irriga- 
tion of an additional 2 million acres of land. Of this number, would it be possible 
to supply me with an estimated division of acres which may be planted in cotton 
and other crops? Then, too, I am very much concerned over the ownership and 
land policies of the Egyptian Government and would therefore like to know 
whether this land will be broken up into small or large tracts and whether or not 
it will be owned by individuals rather than large companies or the Egyptian 
Government. 

I should appreciate very much your giving this early attention. 

Sincerely yours, 
JOHN STENNIS, 
United States Senator. 


DEPARTMENT OF STATE, 
Washington, February 29, 1956. 
Hon. JOHN STENNIS, 
United States Senate. 


DEAR SENATOR STENNIS: Your letter of February 14, 1956, addressed to Under 
Secretary Hoover requesting additional information on the Aswan high dam 
project in Egypt has been referred to me for reply. 

As stated in your letter, this project will make possible the irrigation of an 
estimated additional 2 million acres. About 0.7 million acres will be converted 
from basin irrigation to perennial irrigation and 1.3 million acres of new land will 
be brought under irrigation. These are rough estimates of the magnitude of the 
additional land which will be irrigated by the project. Considerable land survey 
work and soil testing needs to be done, however, to determine whether this addi- 
tional land can, in fact, be brought under cultivation. Furthermore, the soil- 
testing work will be important in decisions which have yet to be made as to the 
crops to be cultivated on this new acreage. It is by no means certain that this 
additional land will be fully or even largely devoted to the growing of cotton and 
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other presently established crops. The Government of Egypt has been urged 
to diversify its economy and has shown interest in doing so. 

Although the Government of Egypt has not announced a land policy pertaining 
directly to the new acreage to be brought under perennial irrigation as a result 
of the project, the Department believes that the Government will be guided in 
the distribution of this land by the principles incorporated in the land reform 
legislation enacted a few years ago and that its policy will, in general, seek to 
further the interest of the landless farmers. Where large parcels may be turned 
over to land development companies, the Government is expected to insist upon 
conditions which will limit their period of operation and which will provide for 
the ultimate distribution of this land to individual farm owners as well as safe- 
guards against speculative profits. Under the land reform program which the 
Revolution Command Council launched in September 1952, all holdings in excess 
of 200 feddans (1 feddan equals 1.038 acres) are to be expropriated and redistributed 
in small plots of from 2 to 5 feddans to landless peasants and small landlords. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary. 


Chairman Haypren. The committee will stand in recess subject to 
the call of the Chair. 


(Whereupon, at 12:15 p. m., Thursday, January 26, 1956, a recess 
was taken, subject to the call of the Chair.) 
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